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farmers and exporters. There was thus less American exchange in
Europe to meet balances due European creditors. Then the heavy finan-
cial drain upon French and English banking institutions had produced
a situation which made the English interest rate very high. Numerous
British investors sought to take advantage of this and began selling
American securities. This produced new demands for the export of
gold. Likewise English purchases of American stocks and bonds were
largely curtailed so that the proceeds of such sales were no longer avail-
able to meet balances.
European selling sent down the price of stocks, customary collateral
for too many loans, and began to drain away gold. The falling stock
market made all businessmen fearful of credit and purchasing power.
Mills with overflowing inventories stopped operating, and their workers
were without wages. Purchases were reduced because of this unem-
ployment. Savings were withdrawn from banks, bankers called their
loans and curtailed their new advances.1
Cracks in the business structure began to yawn. On August 21 there
was a decided fall in stock prices, and within the next two days failures
were reported; but real apprehension was not aroused until the 24th,
when the New York office of the Ohio Life Insurance and Trust Com-
pany went under. This middle western company was an active and
extensive agent in placing eastern loans in western ventures, and its
failure meant that many New York firms were dragged down, for they
could not get their money out to meet maturing liabilities. Failures and
suspensions were contagious, and things went from bad to worse.2
A number of banks and business houses managed to hold on because
the September shipment of California gold was about due. Days passed;
the ship did not appear. On September 18 came the bitter truth. The
steamship Central America was reported as lost at sea with $1,600,000
in specie and 500 crew and passengers. This was a hard blow, for gold
production already had fallen $5,000,000 below normal since January.8
Failures immediately followed and September 25 was a black Friday
indeed. The Philadelphia and Baltimore banks suspended; only by a
miracle, it seemed, was New York holding out.4
At this point the government attempted to stem the tide. The ad-
ministration took counsel, and Cobb entered the money market with